Net interest margin (NIM) of a bank depends on several firm-specific factors. The aim of the study was to determine the effect of liquidity risk on the profitability indicating variable NIM of the conventional banks in Bangladesh. Seven banks were analyzed using the annual reports of the banks for the period of 2011 to 2015. Researchers applied descriptive statistics, correlation, and regression analysis to find out the results. The findings of the study provided evidence that cash to asset (CA) ratio had a negative relationship with NIM but a loan to asset (LA) ratio had a positive effect on the NIM. There was also a significant positive relationship between NIM and loan to deposit (LD) ratio. From the regression analysis it was clear that the LD, CA, and LA were able to explain the changes of NIM of the banks.
INTRODUCTION
The main earning source of conventional banks is net interest income. The profitability of the banks depends much on this net interest income. This study used net interest margin as the performance indicator of the conventional banks and analyzed different liquidity risk ratios such as loan to deposit ratio (LD), cash to asset ratio (CA) and loan to asset ratio (LA) to identify the effect of these on the profitability of the conventional banks.
Objective of the Study
The study was constructed with the objective to determine the influence of liquidity risk on net interest margin of the selected conventional banks in Bangladesh. Saksonova (2014) argued that net interest margin was the most appropriate criterion for the evaluation of the effectiveness of banks. He further said that it was superior to the return on the asset as it measured how effectively a bank manages its interest-bearing asset. Youssef and Samir (2015) conducted a comparative study on the financial performance of Islamic and conventional banks in Egypt where liquidity was a factor of profitability measurement. The result indicated that the profitability of the commercial banks was significantly and positively related to the liquidity. Hamadi and Awdeh (2012) investigated the Lebanese banking sector to find out the determinants that had an effect on the net interest margin of the banks. They summed up that size of the bank, liquidity, capitalization and credit risk did not have the significant effect on the net interest margin of the banks. Raharjo et al. (2014) used some internal factor (growth of bank's asset, profitability, efficiency, capital adequacy, liquidity, and risk) and external factors (market power, inflation and interest rate to find out the significant determinants those had an effect on net interest margin of the commercial banks in Indonesia. Loan to deposit ratio was the indicator of liquidity of banks. Their analysis reflected that the increase in loan to deposit ratio had significant positive influence on the net interest margin of the banks. Rahman et al. (2015) argued that capital strength, credit risk, ownership structure, bank size, noninterest income, cost efficiency, off-balance sheet activities and liquidity was potential bank-specific factors Asian Business Review • Volume 6 •Number 3/2016 those determined the return on asset (ROA), return on equity (ROE) and net interest margin (NIM) of the banks in Bangladesh. Lartey et al. (2013) investigated seven listed banks in Ghana Stock Exchange for the year 2005-2010 to trace out the relationship between liquidity and profitability of the banks. They used time series analysis for the study and found that liquidity and profitability of the selected banks were related, but there was no strong positive relationship between the variables. Béjaoui and Bouzgarron (2014) studied the determinants of profitability and argued that liquidity of the banks was negatively related to the profitability of the banks in Tunisia. Dawood (2014) investigated 23 Pakistani commercial banks to find out the factors that had an impact on the profitability of the banks. His results concluded that cost efficiency, liquidity and capital adequacy had a significant impact on the selected commercial banks in Pakistan. Samad (2015) tried to find out the significant determinants of profitability of the banks. He analyzed the financial data of 42 commercial banks in Bangladesh to reach to a conclusion. He found that loan-deposit ratio, loan-loss provision to total asset ratio, equity capital to total asset ratio and operating expenses to total asset ratio were the significant determinants of profitability of the banks. Ahsan (2016) measured the performance of Islamic banks in Bangladesh regarding capital adequacy, asset quality, management quality, earnings quality and liquidity performance. He used the loan to asset ratio as the indicator of liquidity of the banks.
LITERATURE REVIEW

RESEARCH METHODOLOGY AND DESIGN
This study was executed using the financial statements of the banks. The sample of the study was seven conventional banks in Bangladesh. The selected banks are:
The equations used in this study are as follows: The period of the study covered five years from 2011 to 2015 using the statistical tools (mean value, standard deviation (SD) or variation, maximum (max), minimum (min), correlations and regression analysis). SPSS 16 software was employed to analyze the data of the study. 
The regression equation is,
Y it = β 0 + β 1 (LD) + β 2 (CA) + β 3 (LA) + ε it
RESULTS AND ANALYSIS
The results of the study were found using descriptive statistics, correlation and regression analysis. The corresponding tables and discussion of the results are as follows. Table 1 presents the ratio analysis of seven selected banks during 2011-2015 and Table 2 The descriptive statistics of all the banks together is summarized in Table 3 . From the Table it is seen that the mean value of NIM, LD, CA and LA of all the banks were 1.95%, 86.66%, 6.70% and 66.91% respectively. The variation of the loan to deposit ratio was the most of all the banks as the standard deviation of LD was 7.80% whereas the lowest standard deviation came in NIM which was 0.42%. Table 4 is the summary of correlation analysis of the net interest margin and liquidity risk ratios. The table showed that NIM had a significant positive relationship (r = 0.797) with LD. NIM was also positively related to LA but negatively related to CA. LD and CA were also negatively related (r = -0.380) whereas LA had a positive relationship with LD and CA. The regression result from Table 5 indicated that the independent variables of the study (LD, CA and LA) could explain the changes in the pair variable NIM by 70%. So, the null hypothesis, H0 was rejected.
CONCLUSION
Conventional banks earned interest from the borrowers and provide interest to the lenders. The difference between the interest income and interest expenses constitutes net interest income and the net interest income is divided by total asset to calculate net interest margin (NIM). This study was an effort to determine the effect of liquidity risk ratios to NIM of the conventional banks in Bangladesh over the period of 2011-2015. By analyzing the financial data of the banks, researchers found that there was a significant influence of liquidity risk on the NIM of the selected banks. NIM had a positive relationship with LD, CA, and LA where the most significant relationship existed between LD and NIM. It indicated that the more loan and advances provided compared to collect the deposit from customers the higher the NIM of the banks.
